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AUDITING STANDARDS BOARD (ASB) MEETING
June 22-23, 2004
Washington, DC
Approved Highlights
MEETING ATTENDANCE
ASB Members
John Fogarty , Chair
Harold Monk, Jr., Vice Chair
Barton Baldwin
Gerald Burns
George Fritz
James Goad
Daniel Goldwasser
Lynford Graham
Auston Johnson
James Lee II
Wanda Lorenz
Susan Menelaides
William Messier, Jr.
Daniel Montgomery
Diane Rubin
Mark Scoles
Scott Seasock
Michael Umscheid
ASB Members Absent
Craig Crawford (6/22)
Wanda Lorenz (6/22)
AICPA Staff
Richard Miller, General Counsel & Trial Board
Chuck Landes, Director, Audit and Attest Standards
Gretchen Fischbach, Technical Manager, Audit and Attest Standards
Hiram Hasty, Technical Manager, Audit and Attest Standards
Sharon Walker, Technical Manager, Audit and Attest Standards

Guests
Barbara Darraugh
Julie Anne Dilley
Brian Fox
Cheryl Hartfield
Gail Vallieres
AGENDA ITEMS PRESENTED AT MEETING
Using the Work of a Specialist Task Force
Mr. Umscheid presented this matter to the ASB. The task force is charged with
considering revising or replacing the guidance in SAS No. 73, Using the Work of a
Specialist to address the following two distinct uses of specialists:



The auditor hires an outside (non-firm) specialist to provide special skills or
knowledge that are needed during the audit but not available on the engagement team
The auditor uses as audit evidence the work product of a nonemployee specialist
hired by management.

Mr. Umscheid’s presentation focused on the issues the task force has identified regarding
the auditor’s use of an outside specialist to assist in the audit and the task force’s
proposed guidance to address the issues. He reminded members that at the February 2004
ASB meeting, the ASB had discussed the task force’s proposed guidance regarding the
use as audit evidence of the work product of management’s nonemployee specialist. That
proposed guidance has not been changed and was therefore not the subject of the ASB’s
discussion.
After discussion, the ASB decided as follows:
1.

With respect to the guidance on the use of an outside specialist who does not
function as a member of the engagement team: ASB accepted the task force’s
recommendations to require the auditor to evaluate the specialist’s objectivity,
rather than the specialist’s independence. The ASB also accepted the task force’s
recommendation to require the auditor to establish an understanding with the
specialist; however, the task force should consider whether it is appropriate to
also require the auditor to establish such understanding with the specialist who is
a member of the engagement team.

2.

Directed the task force to:


Incorporate in the proposed standard the procedures the auditor should
undertake while staffing an engagement. The ASB suggested that with

respect to the issue whether a specialist should be hired, the guidance should
be clear that the auditor needs to i) determine the skills necessary to perform
the audit, ii) assess whether he/she has the requisite skills, and iii) if a
specialist is used, evaluate the audit evidence produced by the specialist.
Revisions to SAS No. 22, Planning and Supervision may be necessary to
effect this change.


Revise its proposed guidance to set forth conditions under which a specialist
should be considered a member of the engagement team. There is a
presumption that audit evidence produced by members of the engagement
team is more persuasive than audit evidence produced by non members.
Therefore, the proposed guidance should explicitly provide criteria when a
specialist hired by the auditor to assist in an engagement should be considered
part of the engagement team.

The task force will meet to address the ASB’s directives described above and several
other editorial-type changes that ASB suggested. The task force will present revised
drafts of the task force’s proposed guidance at the September 2004 meeting.
Risk Assessments
Mr. Fogarty, chair of the Joint Risk Assessments Task Force (task force), a joint effort of
the International Auditing and Assurance Standards Board (IAASB) and the ASB,
provided the ASB with a status report on the project and a plan for its completion. On
December 2, 2002 the ASB issued an exposure draft of a suite of seven proposed
Statements on Auditing Standards (SASs) relating to the auditor’s risk assessment
process. The exposure draft consists of the following proposed SASs:
•
•
•
•
•
•

•

Amendment to Statement on Auditing Standards No. 95, Generally Accepted Auditing
Standards
Audit Evidence, which would supersede SAS No. 31, Evidential Matter (AU sec. 326)
Audit Risk and Materiality in Conducting an Audit, which would supersede SAS No.
47, Audit Risk and Materiality in Conducting an Audit (AU sec. 312)
Planning and Supervision, which would supersede “Appointment of the Independent
Auditor” (AU sec. 310), and SAS No. 22, Planning and Supervision (AU sec. 311)
Understanding the Entity and Its Environment and Assessing the Risks of Material
Misstatement (Assessing Risks)
Performing Audit Procedures in Response to Assessed Risks and Evaluating the Audit
Evidence Obtained, which would supersede SAS No. 45, Substantive Tests Prior to
the Balance-Sheet Date (AU sec. 313), and, together with the proposed SAS
Assessing Risks would supersede SAS No. 55, Consideration of Internal Control in a
Financial Statement Audit (AU sec. 319)
Amendment to SAS No. 39, Audit Sampling

In October 2003, the IAASB completed the international phase of the risk-assessment
project by issuing the following three International Standards on Auditing (ISA):

•
•
•

ISA 315, Understanding the Entity and Its Environment and Assessing the Risks of
Material Misstatement
ISA 330, The Auditor's Procedures in Response to Assessed Risks
ISA 500, Audit Evidence.

Mr. Fogarty reported that at a meeting on May 19, 2004, the task force developed a plan
for finalizing the SASs. The task force is considering the following sources in finalizing
the standards:
•
•

•
•

The comment letters on the exposure drafts of the seven proposed risk assessment
SASs.
A proposed auditing standard issued by the Public Company Accounting Oversight
Board titled Conforming Amendments to PCAOB Interim Standards Resulting From
Auditing Standard No. 2, An Audit of Internal Control Over Financial Reporting
Performed in Conjunction with an Audit of Financial Statements, that may warrant
conforming changes to the SASs.
Changes made by the IAASB to the risk assessment exposure drafts to reflect the
final standards issued by the IAASB in October 2003.
Papers drafted by staff of the IAASB:
-

Identifying statements in the ASB’s exposure drafts that are drafted in the form of
“should” or “should consider” but are not drafted as such in the International
Standards on Auditing (ISAs).
Describing the IAASB’s clarity project, the objective of which is to clarify and
communicate which audit procedures are mandatory and which are presumptively
mandatory. The use of the present tense in existing ISAs is examined to determine
whether the identified procedure or action is essential or strictly explanatory.

Mr. Fogarty led a discussion of the major issues that have been identified by the task
force. A major issue involves the implementation of the SASs by smaller audit firms. To
address this concern, the task force recommends issuing an audit guide to assist member
firms in implementing the SASs. The ASB supported this recommendation. Mr. Fogarty
reported that the task force reviewed the changes that the IAASB made to its exposure
drafts in finalizing the ISAs and the PCAOB conforming changes to their interim
standards on internal control. The task force recommended that the SASs be revised to
reflect the changes made to the ISAs and the PCAOB conforming changes. The ASB
agreed with this recommendation. Finally, with respect to the statements written in the
SASs as “should/should consider,” as opposed to the ISAs which are written in the
present tense, the task force recommended that the SASs not be changed. The IAASB is
revisiting the issue of how their standards are written and will consider changing such
statements to be consistent with the SASs.
In response to a question by a member, Mr. Fogarty stated that the standards would not
be re-exposed. It is the task force’s view that the changes to the SASs being considered
are not significant enough to warrant re-exposure. However, Mr. Landes stated that the

AICPA will undertake a communications initiative to alert the members that the project is
moving forward.
Mr. Fogarty stated that the task force will be revising the SASs and will present revised
exposure drafts at the next ASB meeting scheduled for September 2004.
Audit Documentation
Mr. Graham, chair of the Audit Documentation Task Force (task force), presented a
marked draft of revised Statement on Auditing Standards No. 96 to the ASB. The task
force is charged with considering revisions to Statement on Auditing Standards (SAS)
No. 96, Audit Documentation. Mr. Graham indicated that the draft addressed the issues
that the task force had presented to the ASB at its May meeting, and was responsive to
the Board’s direction at that time. After discussion of the task force’s proposed revisions,
the ASB directed the task force as follows:
a.

Base the structure and language in the revised audit documentation standard on
the International Auditing and Assurance Standards Board’s exposure draft for
ISA 230, Audit Documentation. The task force also should converge the guidance
in the Public Company Accounting Oversight Board’s AS No. 3, Audit
Documentation, that is not contained in ISA 230 and is considered
applicable/appropriate for audits of nonissuers.

b.

Despite the directive to converge with the international auditing standard and the
PCAOB standard on audit documentation, the task force should not specify a
numerical retention period for audit documentation.

The task force will draft proposed guidance for an audit documentation standard based on
the directives from the ASB and present a revised draft at the September meeting.
Auditor’s Report
Mr. Monk, chair of the Auditor's Report Task Force, presented this matter to the ASB.
The Task Force is charged with revising SAS No. 58, Reports on Audited Financial
Statements, as amended (AICPA, Professional Standards, vol. 1, AU sec. 508). Mr.
Monk discussed the issues that the task force identified and the task force’s
recommendation to the ASB on each issue. A summary of the task force’s
recommendations, with which the ASB concurred, is as follows:
a. Revised SAS No. 58 should be one standard which provides guidance on both
qualified and unqualified auditor’s reports.
b. The task force will align the revised SAS No. 58 as closely as practicable with
ISA 700 and ISA 701.
c. The task force will attempt to draft language that will describe the “user’s
responsibility” in a manner that will better articulate what an audit is.

d. The revised standard should retain the explanatory language and examples that
are contained in extant SAS No. 58.
e. Use of the emphasis of matter paragraph should continue to be a matter of
professional judgment.
f. Guidance on auditor’s reports for limited reporting engagements should be
retained in revised SAS No. 58.

